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• The US economy has been experiencing a decline in its busines dynamism:
1. Market concentration has risen.

2. Average markups have increased.

3. Average profits have increased.

4. The labor share of output has gone down.

5. Market concentration and the labor share are negatively associated.

6. The labor productivity gap between frontier and laggard firms has widened.

7. Firm entry rate has declined.

8. The share of young firms in economic activity has declined.

9. Job reallocation has slowed down.

10. The dispersion of firm growth has decreased.

Why?

Akcigit-Ates (2020): Decline in knowledge diffusion (+ less implementation)!
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Source: Akcigit and Goldschlag (2021)
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Rising market power and declining business dynamism
• Firm-level analysis using data from 82 countries finds that “global” markups 

have increased more than 30 percent, on average, since 1980

• The ongoing crisis results in a wave of bankruptcies that hit small and 
medium-sized enterprises harder. COVID-19 might strengthen this trend.

Markups (ratio of price to marginal production cost)



Geographical Breakdown

• This increase is concentrated among advanced economies, where 
markups have increased more than 35 percent.

Markup Change Industry Concentration Change



Sectoral Breakdown
• While markups have increased among all broad industries, there is 

substantial cross-industry heterogeneity.

• Technology: Winner-takes-all.

• Health Care: Strong Intellectual Property Rights. 

Markup Increase by Industry
(Cumulative percent change over 1995-2016)



Markup Growth Decomposition

• Pharma:the rise of market power in pharmaceuticals reflects primarily 
increased markups charged by incumbent firms.

• Tech Industry is different. The rise is explained by the growing market share 
of firms with strong market power.

Markups Change in Pharma (1995-2016) Markups Change in Tech (1995-2016)



COVID Effect
COVID-19 will strengthen this trend:

Industry Concentration is defined as the ratio of the sales of the top 4 firms to the top 20 firms 
within a country four-digit industry. 

The pandemic-driven shift to online activities is also benefiting the large technology companies, 
which could further strengthen market concentration in their industries.

Industry Concentration with(out) COVID-Induced Bankrupt
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• Digital economy puts new pressure on regulators
• quicker decisions in an environment that is more complex and fast-moving.

• Network effects; economies of scale and scope; winner-takes-all dynamics.

• Data collection, together with algorithms and artificial intelligence, further 
strengthens such dynamics and presents new risks of hard-to-detect 
anticompetitive collusion. 

• Assess the impact of firms’ activity in innovative and fast-moving markets, 
where the future is often difficult to predict.



• Competition authorities must be dynamic have extensive knowledge of the digital 
economy—including data science, key technologies, and market dynamics—and 
can avert irreversible damage to competition. 

→Set up dedicated digital market units. 

• Foreclosure of new entrants by dominant incumbents can be difficult to remedy 
without timely intervention. 

• Authorities must consider the impact on future competition and innovation of 
acquisitions of businesses with the potential to become competitors of the 
acquirer, even if they are not strong competitors at present—for example 
because they have not yet monetized their customer base or data.

• Allow consumers to retain their data when switching between platforms (similar 
to retaining mobile phone number when switching between service providers). 
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• As global markets become increasingly interconnected, regulators and 
competition authorities need to work together to avoid international 
fragmentation. 

• Without such international cooperation, firms would face 130 
different competition authorities with potentially divergent 
approaches and interests, raising firm costs and uncertainty. 

• “Data access,” which have implications for trade policy, competition 
policy, and data protection, requires even greater cooperation.
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• Pay more attention to the secondary market for technologies.

• Encourage more academic studies on the “new” digital economy.

• Revisit the current subsidy programs and shut-down the ineffective 
ones.

• Focus more on the human capital side of competition.
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